DRI s n s s

02052473

SECURITIES AND EXCHANGE COMlVIISSION
Washington, D.C. 20549

=, | l{ RECD 5.8.C- \\\

|

Report of Foreign Yssuer ey o \

7 /] / 62 Pursuant to Rule 13a-16 or 15d-16 of SEP 6 - 2002 E[
the Secorities Exchange Act of 1934 \ 1083 |

For the Month of September 2002

China Unicom Limited
(Translation of registrant's name into English)

10-12/F Office Tower 1 - R
N Henders(:n Center . @G\gﬂ%@%ﬁ
18 Jian Guo Men Nei Avenue 9
Beijing, China | SEP 09 20
(Address of principal executive offices) OMSO N
. , )
FINANC\AL

(Indicate by check mark whether the registrant files or will file annual reports under cover of
Form 20-F or Form 40-F.)

Form 20-F _X Form 40-F__

(Indicate by check mark whether the registrant by furnishing the information contained in this
Form is also thereby fumishing the information to the Commission pursvant to Rule 12¢3-2(b) under the
Securities Exchange Act of 1934.)

Yes | No_X

(If “Yes" is marked, indicate below the file number assigned to the rcglstmnt in connection with
Rufe 12g3-2(b):82- )

|
I
|

HONGKONG: 38122.3§

"PO@_%Q, ,0\39\5‘@9%‘-”4~ e




EXHIBITS

Exhibit Number Page
4

1.1  Announcement of 2002 interim results of China Unicom Limited (the
*Company”), dated September 5, 2002.

12 Press release by the Company regarding 2002 interim results, dated 23
September 35, 2002.

FORWARD-LOOKING STATEMENTS

The announcement and the press release, dated as of September 5, 2002, of the Company,
constituting Exhibits 1.1 and 1.2 to this Form 6-K, contain forward-looking statements that are,
by their nature, subject to significant risks and uncertainties. Such forward-looking statements
include, without limitation, the Company’s strategy and future plan and targets, its capital
expenditure plan, its future business condition and financial results, its dividend plan and policy,
its abilities to expand network capacity and increase network efficiency, ability to develop new
* technology applications and offer new services, the advantage of code division multiple access,

- ot CDMA, technology and its ability to realize such advantages and successfully execute our
CDMA-related strategy, its ability to leverage its position 4s an integrated telecommunications -

* operator and expand into new business and new markets, future growth of market demand for its -
services, and future regulaiory a.nd othcr developments in the Chipese telecommumcaﬁons '

mdustry

Such fomard—lookmg statements’ reﬂect the' Company s current views with respectto———--——--=--------
future events. Actual results may differ materially from information contained in the forward- > B
looking statements as a result of 2 number of factors, including, without limitation, any changes

in the regulatory policies of the Ministry of Information Industry and other relevant government

authorities in China, the effects of competition on the demand and price of the Company’s

telecommunications services, any changes in telecommunications and related technology and

applications based on such technology, and changes in political, economic, legal and social

conditions in China including the Chinese government’s policies with respect to economic

growth, foreign exchange, foreign investment and entry by foreign companies into China’s

telecommunications market. In addition, the Company’s future network expansion and other

capital expenditure and development plans are dependent on numerous factors, including the

availability of adequate financing on acceptable terms, the adequacy of currently available

spectrum or availability of additional spectrum and the adequate and timely supply of equipment

when required.
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Exhibit 1.1
ofo 1 [ B [
CHINA UNICOM
CHINA UNICOM LIMITED

(Incorporated in Hong Kong with limited liability under the Companies Ordinance)

2002 INTERIM RESULTS ANNOUNCEMENT

Highlights:

®  Total revenue reached RMB17.99 billion, up 32.1% compared with the corresponding
_period last year '

®  Number of cellular subscribers increaséd to 34.069 million subscribers, an additional
of 7.036 million subscribers compared with the end of 2001

® Revenue of cellular business reached RMB 13.77 billion, up 45.7% compared with the
corresponding period last year

® EBITDA reached RMB8.78 billion, up 35.0% compared with the corresponding
period last year.

® ERBITDA margm was 48 8%
corresponding period last year

period last year

@  Earnings per share increased from RMBO.175 in the cortespOndmg period last year
to RMB0.179

CHAIRMAN’S STATEMENT

I am pleased to report the operating and financial results of China Unicom Limited (referred
to as the “Company”) and its subsidiaries (together referred to as the “Gronp”) for the first

six months of 2002.

1. Finaneial Overview

The Group is pleased with its financial performance in the first half of 2002. Total
revenue for the period was RMB 17.99 billion, up 32.1 % from the same period last year,
Total service revenue, excluding sales revenue from telecommunications prodncts, was
RMB 16.95 billion, an increase of 31.1 % as compared with the same period last year.
Revenuc from the cellular business reached RMB 13.77 billion, an incrcase of 45.7 %
over the same period last year while revenuc share in the total revenue increased to
76.5% comparcd with 69.4% for the same period last year. With regard to the total
cellular business revenue generated, revenue from GSM cellular service amounted to

—_1 —

®  Operating ~ profit- reached . RMB3 44 billion, up 30.6% compared with thes|- = i

®  Net profit: reached RMB2.25 billion, up 2.7% compared with the correspondmg R I TY SRR e




2.1

RMB 13.32 billion, an increase of 40.9% over the same period last year. Revenue from
CDMA cellular service totaled RMB 454 million. Revenue from long distance, data and
Internet businesses reached RMB 2.42 billion, up 77.4% compared with the same period
last year and its revenue share in the total revenue increased from 10% to 13.5%.
Revenue from paging business declined 35.8% to RMB 1.8 billion, while revenuc share
in the total revenue fell from 20.6% to 10% when viewed against the same period last

year. ¥

In the first six months of 2002, the Group’s EBITDA reached RMB 8.78 billion, up
35.0% over the same period last year and EBITDA margin rose from 47.8 % to 48.8%.
Operating profit reached RMB 3.44 billion, up 30.6% over the same period last year.
Within this, operating profit from GSM cellular service was RMB 3,42 billion, an

increasc of 53.9% from the same period last year. Operating profit from the Jong
‘distance, data and Internet businesses was RMB 937 million, up 162.8% from the same -

period last year. Paging business recorded an operating loss of RMB 261 million and
CDMA cellular service an operating loss of RMB 603 million. Net profit rose to RMB
2.25 billion from RMB 2.19 billion, an increase of 2.7% compared with the same period
last year. The growth of net profit lagged behind that of the operating profit was due .
largely to decline of interest rate on deposit. In addition, part of the money raised from
the initial public offering (IPO) has been used as capital expenditure. Earnings per share’ -

. increased from RMB 0.175 in the same period last year to RMB 0.179.

. In the? first six months of 2002, the Group’s capital expenditure was RMB 8.97 billion, N
.- a decrease of 37.1% compared. with the same period last year. The Group has continiged ™ :
... 1o maintain a solid and healthy balance sheet. Total assets reached RMB 113.34 billion

A

and debt to capltal rano was 31.5 %.

. Busmess Development

Rapid cellilar business growth maintained as market share continues to rise

During the first six months of 2002, robust growth of the Group’s cellular subscribers
continued. As of 30 June 2002, the Group had a total of 34.069 million GSM and CDMA
cellular subscribers, adding 7.036 million new cellular subscribers to its total of 27.033
million cellular subscribers at the end of 2001. The Group’s market share in its service
areas increased from 28.5% at the end of 2001 to 30.0% and the market share in terms
of net subscriber additions increased to 37.6 %.

GSM cellular subscribers continned to maintain a high growth trend. In the first six
months of 2002, the Group had a net addition of 6.10 million GSM cellular subscribers,
of which, post-paid subscribers recorded a net addition of 1.03 million and pre-paid
subscribers had a net addition of 5.07 million. As of 30 June 2002, the Group had 2 total
of 33.133 million GSM cellular subscribers, of which, post-paid subscribers reached
17.519 million with share of post-paid subscribers decreased from 61.0 % at the end of
2001 to 52.9 %, while pre-paid snbscribers reached 15.614 million, with the share of
pre-paid subscribers rose from 39,0% at the end of 2001 to 47.1 %. Total usage volume
of GSM cellular business in the first six months of 2002.was 28.33 billion minutes, up -
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79.0 % compared with the same period last year. The usage volume of SMS reached 2.3
billion messages, more than nine times that of the same period last year. The Group has
launched international roaming service on GSM business with 100 operators in 62

countries and regions.

In the first six months of 2002, the average minutes of nsage per user per month (MOU)

for GSM subscribers was 156.7 minutes, a decline of 4.5 minutes from 161.2 minutes

in 2001. The MOU of post-paid subscribers reached 212.0 minutes while the MOU of
pre-paid subscribers was 85.3 minutes. The average revenue per user per month (ARPU)

for GSM subscribers was RMB.71.6, a decline of RMB 14.7 from RMB 86.3 in 2001.
ARPU for GSM post-paid subscribers was RMB 83.8 while GSM pre-paid subscribers
was RMB 55.8. The average revenue per minute (ARPM) for GSM subscriber was RMB -
0.46, a drop of RMB 0.08 from RMB 0. 54 in 2001. The ARPM for post-paid subscnber
was RMB 0.40 with pre-paid subscriber bemg RMB 0.65. .

As of 30 June 2002, the Group had 936-,000 CDMA subscribers. 380,000 of them came
from the original Great Wall network while 556,000 were new additions. In the first six’
months of 2002, the toral MOU of CDMA subscribers was 710 million minutes. The
Group has launched its CDMA roammg service with Hutchison Telecom of Hong Kong, -
SK Telecom of South Korea and KDDI of Japan. :

In the first six months of 2002, the MOU for CDMA subscribers was 214.0 minutes. Of - -

. this, the MOU of subscribers from the original Great Wall network was 205. 7 minites -
o with newly developed subscribers accounting for 227 2 minotes. The ARPU for CDMA
" subscribers was RMB 106. 5. ARPU of the CDMA ‘subscribers from the ongmal Great
 Wall netwo:k was RMB 75.5 with newly developed subscribers being RMB 155.8, The'
"' ARPM for CDMA subscribers was RMB 0.50, with the ARPM for CDMA ‘subscribefs”
" from the origmal Great Wall network be:ng RMB 0.37 and newly developed subsaner :

" RMB 0.69.

2.2 Rapid international and domestic long disiance business development continues . -

The international and domestic long distance telephony business continued to grow
rapidly. In the first six months of 2002, total minutes of outgoing international and
domestic long distance calls reached 5.71 billion minutes, up 142.1 % from the same
period last year. Market share inereaged from 7.7% at the end of 2001 to 10.7%. Total
minutes of incoming international long distance calls reacbed 630 million minutes, up
20.6% from thc same period last year.

The Group’s PSTN long distance telephony business has sustained its robust growth, As
of 30 June 2002, PSTN long distance business has a coverage of 321 regions and cities,
representing 95% of the regions and cities nationwide. Total number of registered
subscribers reached 8.119 million. In the first six months of 2002, total minutes of
PSTN oulgoing long distance calls totaled 2.91 billion minutes and the total minutes of
incoming international calls reached 570 million minutes.

The voice usage of the Group's TP telephony business continued to increase
significantly. As of 30 June 2002, IP business covered all of the 337 regions and cities
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.. 2002, the number of Internet subscribers increased from 3:544 million in 2001 to 4.433 ~

2.5

2.6

nationwide and enabled intcrnational roaming in 50 countries and regions. In the first

six months of 2002, total minutes of IP telephony outgoing calls reached 2.8 billion
minutes and the total minutes of incoming international calls was 60 million minutes.

Continued growth in data and Iniernet business

The Group has made great efforts to develop new businesses on its unified data platform

-with a view to expand in the area of data business. As at 30 June 2002, the number of

SDH circuits leased reached 3,883 x 2Mbps, an increase of 5.3 times over the same
period last year. The number of leased asynchronous transfer mode (ATM) and frame
relay (FR) circuits reached 1,088 x 2Mbps, an increase of 77.8 % over the same period

last year. In May 2002, the Group began .to provide videoconference service, video

telephony service and “Hui Wu Tong” conference call-service over IP protocol to its
subseribers.

The Group also provides Internet access and other Internet applications services. As of

- 30 June 2002, the Group has Internet services in 299 regions and cities, incominig
international roaming Internet services in 150 countries and regions, and outgoing: -

international roaming Internet services in 103 countries and regions. As of 30 June

million, up 25.1%. The dedicated Internet access business has developed rapidly with
subscribers numbering over- 10 000. The VPDN busmess has also seen rapxd growth.

Cantmued dcclme in rradmonal pagmg busmess

:'As of 30 June 2002, the number of pagmg subscnbers for the Group was 23. 681 mﬂhon, co
“ decréased by 9.226 million subscribers from 32.907 million at the end of 2001, a dfop ™~ -
.0f*28.0%. The Group has, however, maintained its market leader ‘position. Out of the - -
"~ total subscriber number, 283,000 were information pager users. In the first six moriths’

of 2002, the ARPU for pagmg user was RMB 7.2, a fall of RMB 2.2 compared with RMB
9.4 in 2001.

Capabilities of network infrastructure strengthened

The - Group has constructed a high-spced and reliable long distance backbone
transmission network and has formed a nationwide transmission network system with
high capacity which has become the base for the Group’s various business development.
As of 30 June 2002, the optical fibre transmission network reached 319 regions and
cities with total length expanding to 410,000 km. of which, our long distance optical
fibre backbone transmission network accounted for 96,000 km.

Increased seles and marketing effort

Guided by the “market-oriented, customer-focused™ operation philosophy, the Gronp
has established a highly efficient sales and marketing and customer service system that

is adapted to market changes. Through more than 3,000 sclf-owned service centers and

15,000 retail outlets nationwide, as well as the direcl sales team of nearly 100,000
people, we provide the customers of different segmented markets with differentiated
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telecornmunications service. As we continoe to strengthen our sales and marketing
efforts, we have developed a number of well-known service brands including “Unicom
130", “Unicom New Horizon”, “Basycom”, “Unicom 193", “Unicom 165™ and others.
The Group also highly values customer scrvices and is constanily improving the #1001”
service hotline, service cenlers, corporate clients service team and one-on-one
personalized service. Through the launch of a series of events such as “servicing
excellence, customer satisfaction™ campaign, the establishment of regular client visit
mechanism and Unicom Subscribers Club, as well as other activities, we have
successfully upgraded customer service standards and established the image of China
Unicom as a premier integrated telecommunications operator. ,

.Business Outlook

The rapid growth of the Chinese economy and the increasing of income per capita of
Chinese nationals offer huge market potential for the Group’s business development.
Since our IPO in June 2000, the Group’s operation and financial performance has gained

. substantial growth, whilst its financial foundation and strocture has become more solid. -

For the second half of this year, we foresee the Group’s GSM cellular, long distance

telephone, data and Internet businesses continuing to enjoy strong growth with earnings
rising stcadily. As the new additions of CDMA subscribers has seen a strong growth in -
recent months, it is expected that the number of CDMA. subscribers in the second half’
of the year will grow more rapidly than in the first half of the year with obvious
~ improvement in profitability. The Board of Directors believes that the financial results
. for this year will be better than last year, thus- gen'erating higher return for the investors.

- With regard to cellnlar business, and in order:to maintsin a balanced development
between GSM .network and CDMA network, different kinds of market positioning and -

segmentation in network functionalitics have been-adopted to provide wider choices for
subscribers. GSM service is mainly targeted at the mass market with efforts being made
_to capture subscribers of high usage and APRU whereby actively increasing the market
share. CDMA service continues to focus' on providing differentiated services: to
corporate users, individual business users and young and fashion users. Efforts will also
be.made to tap on the mass market,

Being a mature and stable business, GSM service will remain the poincipal source of the
Group’s operating revenue and profit. We will enhance the indoor coverage of our GSM
network, expand the intelligent network, strengthen network optimization, maintenance
and management. Improved billings and the construction of cusiomer service system
will also be addressed. This will ensure that the rapid growth of our GSM business can
' be maintained in the second half of this year, with market share being further expanded
to greater gencerate a steady stream of cash flow and a high profjt growth for the Group.

Launching our CDMA business was a strategic decision to establish a leading position
in the market. Our CDMA network will be upgraded to CDMA 1X by the end of this year
and network capacity will be suitably increascd with enhanced coverage. Emphasis will
also be placed on the optimization of the network and the enhancement of the network’s
operating quality. In order to fully leverage on the advantage offered by CDMA 1X
technology in providing a variety of mobile data services at mediusn-to-high speed, the
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Group will expedite the research and development of new CDMA services, introduce a
variety of international collaboration in the form of proven data service applications,
strengthen the coordination of every segment of the industry value chain and develop
new profit growth drivers for cellular communications. This will lay a solid foundation
for the major development of the CDMA business in the year to come. During the secoad
half of the year, the Group intends to further normalize market behavior, increase-its
efforts in marketing and sales and focus on devising marketing plan to exploit the huge
polential groups including the young and fashion segment. In addition to building up a
dominant brand name and further enhancing direct sales by way of wholesale contract
targeting the publie, the Group will continuously improve its network quality, enhance
service standard, actively launch value-added services and further control the operating
costs effectively. Purthermore, our parcat company will further decreasc the CDMA
network construction cost causing the Group’s leasing fee per user to decline further.
The Board of Directors beheves that the CDMA business will see a rapid and healthy
growth trend.

With regard to the long distance telephone business, data business and Internet business,
the Group will place emphasis on the return of the capital investment and the
complementary ' strengths of the .various businesses. In the midst of the rapid
development of the various kinds of businesses, the Group will strive 10 further improve
operating results and further increase its return onm-investment. With long distance -
telephone and data businesses, we will aim at marketing and sales efforts for target
- subscribers by means of market segmentation.” By provn:hng integrated services and -
. innovative- soluuons to corporate users, and registration service and telephone card

service to mass users, the Group will be able to further enlarge market share, The -~ =
" Internet business: through providing differentiated services, it will be able to expandits 7

- rnatket-share forther “in ‘the 165 ¢ard and ‘dedicated lines subscribers areas, and’ by - s
expédiently‘lannching the IP-VPN; IDC and 165 roaming businesses, the Group willbe™

able ‘to leverage on the stremgth of integrated corporate resources ‘by aiming at 1hc '
development of its value- added Internet 'service. ' ‘

With regard to our paging busmess, active measures will be adopted to stabxhze and
develop traditional pager users, particularly through providing unique personalized
service to stabilize and develop corporate users and industry users. We will, at the same
time, strengthen our efforts in' developing wireless information scrvice, value-added
service and call center service to increase the revenue proportion of new businesses. We
will have stringent control of capital expenditure on paging business through further
adjusting our petwork system and streamlining the workforce of the paging business to
effectively control losses in the second half of the year.

China United Telecommunications Corporation (“Unicom Group”), our parent company,
is planning to issue A shares in mainland China to raise funds for pari of our CDMA
network construction, while further enhancing the image of China Unicom through the
A share market. Furthermore, the Company is planning o acquire the quality assets of
the cellular business in nine Chiness provinces and municipality, currently under the
operation of our parent company, according to its strategy of “overall listing and
step-by-step implementation”. We believe that A shares issnance in China and the
acquisitions by the Company of the above mentioned will be beneficial to the operation
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of the Company and will be in line with the interest of its shareholders. The Company
will endeavor to improve the effectiveness of its investment and the return on equity in
order to maximize shareholders’ value. The Board of Directors expects that the
Company will be in a position to pay final dividends for the year 2002,

Finally, on behalf of the Board of Directors. I would like to express my sincere thanks

for the care and support from shareholders and the society at large. I would also like to.

extend my gratitude to both the management team and all the staff of the Company for
their hard work and diligence. '

‘ . Yang Xian Zu ‘
Chairman and Chief Executive Officer

Hong Kong 5 September 2002
GROUP RESULTS

The Company is pleased to announce the nnaudited condensed consolidated results of the
Group for the six months ended 30th June 2002.
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UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

FOR THE SIX MONTHS ENDED 30TH JUNE 2002
(Expressed in thousands of Renminbi (“RMB”), except per share data)

Unandited
For the six months
ended 30th June

Note 2002 2001
Operating revenue (Turnover): :
GSM Business 4,12 12,938,301 9,023.049
CDMA Business 4,12 354,030 —_—
Long Distance, Data and Internet Business 4,12 2,424,086 1,366,329
Paging Business : 4,12 1,231,021 2,535,254
Total service revenue 16,947,438 12,924,632
Sales of telecommunications products 4,12 1,043,406 694,294
17,990,844 13.618.926
Operating expenses: o
Leased lines and network capacities 8(a) (736,960) (516,171)
Interconnection charges (1,268,184) (1.006,905)
- Depreciation and amortisalion (5,347,998) (3.878,314)
Personnel ' -7 1(1,409,262) (1,100,671)
. Selling and marketing 8() (2,089,966)  (1,506,998)
" General, administrative and other expenses. - (2,535,536) (2,248,042)
Cost of telecommunications products sold 1,167,509 - __(731.,616)
Total operating expenses (14.555.415)  (10,988,717)
Operating profit © 13,435,420 2,630,209
Interest income 266,658 1,289,206
Finance costs (761,267) (953,923)
Other income, net 42,158 65,905
Profit before taxation 2,982,978 3,031,397
Taxation 5 (728.659 (850,590)
Profit after taxation 2,254,319 2,180,807
Minority interests . (2,789 11,413
Profit attributable to sharcholders 2,251,530 2,192,220
Earnings per share
Basic 6(a) RMBO0.179 RMBO0.175
Fully diluted 6(b) RMB0.179 RMBEBO0.175

1




UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET
AS AT 30TH JUNE 2002 AND 31ST DECEMBER 2001
(Expressed in thonsands of RMB)

—

Unaudited Aundited
30th June 31st December
Note 2002 2001
Non-curreént assets:
Property, plant and equipment, net , 79,659,444 75,748,435
Goodwill ' 19,785 43,287
Deferred expenditures 8(b) 1,500,597 1,015,438
Deferred tax assets 863,398 1,012,216 :
Investment securities 121,547 TCI123.500 T
Investment in associated companies - 2,363 4,046
Total non-current assets 82,207,134 = 77,947,022
Current assets: : &
Current portion of deferred tax assets 326,710 569,192 v
- Amounts due from related parties 947,207 1,430,818
Amounts due from domestic carriers © 145,922 199,460
- . Prepayments and other current assets 1,422,340 969,561
. Inventories 1,028.353 751,991
= Accounts receivable, net 9 2,959,724 2,498,063 -
Trading securities 213,798 203,832 -
Short-term bank deposits - 8,337,761 . 24,921,943
' Cash and cash equivalents 15,755,472 ° 18,413,010
Total current assets 31,137.287  49.957.870
Courrent liabilities: .
Dividend payablc 37,055 29,847
Payables and accrued liabilities 10 14,297,734 15,329,436
Amounts due to Unicom Group 381,567 047,934
Amounts due to related parties 523,874 135,724
Amounts due to domestic carriers 800,659 742,366
Current portion of obligations under finance leases 8,151 3,151
Current portion of long-term bank loans 1,291,408 843,603
Taxes payable 684,689 1,025,269
Advances from customers 3,123,936 2,765,541
Short-term bank loans 4,575,521 7,089,000
Total current liabilities 26,124 594 28,916,871
Net current assets 5,012,693 21,040,999
Total assets less current liabilities 87.219.827 98,988,021




Note

Financed by:
Share capital
Share premium
Reserves
Retained profits

Shareholders® equity
Minority interests

Non-current liabilities:
Long-term bank loaans
Obligations under finance leases
Other long-term liabilities

’ Total non-current liabilities

Aundited

Unaudited
30th June 31st December
2002 2001
1,331,371 1,331,371

- 52,482,127 52,482,127

826,286 826,286
9,292,909 7.041,379
63,932,693 61,681,163
717,589 829,405
22,431,091 36,336,768
96,681 100,757
41,773 39.928
22.569.545 36,477.453
' 87,219,827 98!988.021

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE SIX MONTHS ENDED 30TH JUNE 2002

£ (Expressed in thonsands of RMB)

Net cash inflow from operating activities

“© Net cash inflow from (used in) investing activities

Net cash (used in) inflow from financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at 1st January

Cash and cash equivalents at 30th June

Analygis of the balances of cash and eash equivalents

Cash balance
Bank balance _

— 10 —

Unaundited
For the six months
. ended 30th June .

2002 2001
(Note 11)

6.754.904 6,406,326 &
6,498,709  (21,226.747)
(15911,151) . 6,830,585
(2,657,538)  (7.989,836)
18,413,010 44,716,685
15.755.472 36,726,849
5515 18,863

15,749,957

15,755,472

36,707,986

36,726,849

—



NOTES TO THE CONDENSED ACCOUNTS
(Expressed in thousands of RMB)

(1)’ Basis of prescatation

)

3

4

The condensed interim financial report reflects the unaudited consolidated financia) position of the Group
as &t 30th June 2002 and the unandited cansolidstcd results of operations and cash flows of the Group for

the six months ended 30th June 2002.

The accompanying unaudited condensed interim financial report is prepared in accordance with Hong Kong

Statement of Standard Accounting Practice (“SSAP") 25, Interim Financial Reporting, issued by the Hong

Kong Socicty of Accountants.
Prineipal activities

The Group is principally engaged in the provision of telecommunications services, including GSM, CDMA,
paging, long distance, data snd Internet services in the People’s Republic of China (“PRC").

Prineipal accounting palicies

The principal acconnting policies used in the preparation of this unaudited condensed interim report are

- consistent with those used in the annual report for the year cnded 315t December 2001 except that the Gronp

has changed certain of its accounting jaolicjes following its adoption of the following SSAPs issued by the

- Hong Kong Society of Accountants which are effecrive for accounting periods commeneing on or after 1st

January 2002:

® SSAP 1 (.revi.s_ed):. Presentation of finsncial statements
® SSAP 11 (revised): " Forcign currcncy translation

® SSAP 15 (revised): Cash flow staremeats

® SSAP 25 (revir;cd): Interim financial reporting

® SSAP 33: Discontinning operations

® SSAP 34: Employee bensfits

The impact of the adoption of the new standards on the Group’s unaudited condensed consolidated operating
results and financial position is not significant and, accordingly, no prior period adjustment has been

required.

Operating revenue

Operating revenue is primarily comprised of usage fees, monthly fees, connection fees, interconncetion
revenne, leased line rental income and sales of telecommunications products sarned by the Group from
GSM., CDMA, paging, long distance, data and Internet services. Tariffs for these services are swbject o

regulations by various government authorities, including the State Development Planning Commission, the
Ministry of Information Industry and the relevant provincial price regulutory authoritics.

Qperating revenue iz net of business tax and govermment surcharges.
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(5}

(6)

)]

@)

Taxation

There is no Hong Kong profits tax Jiability for the six months ended 30th June 2002 2s the Group docs not
have any assessable income sourced from Hong Kong. The PRC aperstions are subject to the standard PRC
income tax rate of 33% for the six months ended 30th June 2002 (2001: 33%), exceprt for certain provmcm
cntities which are subjece to Jocal preferential income 1ax rates.

The amonnt of taxation charged to the condensed consolidated income starement rcpresents:

Unaundited
For the six months
- ¢nded 30th June

2002 S 2001
RMB 000 RMB '000
PRC enterprise income tax 337,395 998,547
Deferred tazation 391,264 (147,957}
728,659 - 350,590

Earnings per share
(a) Basic earnings per share

Basic earnings per, shure for the six months ended 30th June 2001 was compnted by dividing the profit
atiributable to sharehelders of RMB2,192,220,000 -by the weighted average number of
12, 552 996,070 shares in izsne dunng the pmolL ’ )

Basic carpings per share for r.he six months ended 30t.h June 2002 ‘was computed by dividing the profit
attributable to sharcholders of RMB2,251,530,000 by the wcighted averape number of
12,552,996,070 sharcs in issue during the period.

(b) Fully dxlured earnings pcr share

For the six months ended 30th June 2002 and 2001, al) pozential’ dll\mve shares arose from share
options granted under (i) the Pro-Globa] Offering Share Option Scheme i 2000 and {ii) the Share
Option Scheme in 2001 There was no dilution of profit atrriburable to shareholders per share after--
taking into-account the dilutive effect of the share options, For the six monrhs ended 30th Junc 2002,
enti-dilutive sharcs arising from the share options of approximately 33,841,000 shares (2001:
27,135,000 shares) were not included in the calculation of fully dituted carnings per share.

Housing reform

In 2001, the Growp finalised its mopetary housing benefit acheme 33 a special employee incentive scheme
for all qualified employces.

For the six months ended 30th June 2002, only certain provinccs were anticipated to meet the criteria for
the 2002 distribution of such monetary housing benefits. The provision for special monctary housing
benefits for qualified employees of these provinces for the six momhs ended 30th June 2002 amounted to

"approximately RMB 170 million.

Commencement of CDMA business
(@) Leasing of CDMA nerwork capacity

On 22nd November 2001, China Unjcom Corporation Limited (a subsidiary of the Cortpany, hereafter
referred as “China Unicom™) entered into a conditional CDMA capucity lease agreement (the “CDMA

— 12 -
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Lease Agrecment™) with Unicom Group and Unicom New Horizon Mobile Telecommunications
Company Limited ("Unicom New Horizon", a subsidiary of Unicom Group). Pursuant 1o the CDMA
Lcase Agreement, Unicom Now Horizop agreed to lease the capacity of CDMA network to China
Unicom covering the 9 provinces of Guangdong, Jiungsu, Zhejiang, Fujian, Liaoning, Shaudong,
Anhoni, Hebei, Hobei and the 3 municipalities of Beijing, Shanghai and Tianjin.

Major terms of the CDMA Leagse Agreement include the following:

L] China Unicom bas the exclusive right to 1ease and operate the CDMA network capacity in the
aforementioned provinces/municipals from Unicom New Horizon;

®  The term of the CDMA Lease Agreement is for an initial pericd of one year (the “Initial Lease
Term™), reaewable for further one ycar terms at the option of China Unicom;

L The lease fee per unit of capacity is determined at the ootset of the CDMA Leasing Agrecment;
and :

. China Unicom has the option 10 add or reduce the capacity leased by giving specified period
of advance notice and has the option to purchase the nctwork assets, There is no minimnm

requirement on the network capacity to be leased beyond the Initial Lease Term.

- Commencement of the CDMA Lease Agrecment was conditional upon, among others, the testing and
initial acceptance snd delivery of phasc I of CDMA aétwork, the receipt of all necessary government
appravals and the passing of resolnuons by the independent sharcholders of tho Company approving -
the CDMA Leass Agreement and the. related connected transactions, Upon the fulfillment of all the
conditions precedent 1o the conunencemem of the COMA Lease Agreement, the Initial Lease Term -
commenced in Jannary 2002. The Icase arrangemem has been accountzd for as an operating lease of -
the network assets. E

(b). CDMA mobile handset costs

As part of the arrangemeat with 'ceriain CDMA contractual subscribers under specinl promotion
puckages, certaio CDMA mobile phone bandsers were provided to subscribers for their use at no
additional cost during the specificd contract periods. The tosts of soch handsets- are treated as
deferred customer acqnisition costs, and to the extent recoverable, deferred costs are amurnsed over
the contractual period pot exceeding 2 years to match with the prepud revenue stream expecu-.d to be
recognised over the same contractual period. For the six months cnded 30th Juae 2002, amortisation
of thiz deferred customer acguisition cost amounated to approximately RMBG66 million. As at 30th Jaoe
2002, the carrying amoant of unamortised deferred expenditures amountcd to spproximately RMB
. 481 million.

(9) Accounty receivable, net

Unandited Audited

30th June 315t December

2002 2001

RMB 000 RMB '000

Accounts receivable 4,488,435 3,504,000
Less: Provision for doubtful debis (1,528,711) 1,005,937
2,959,724 2,498,063




(10)

S an

(12)

The sging analysis of accounts receivable was us follows:

Unaudited Audited

30th June 315t December

2002 2001

RMB 000 RMB 000

Less than 6 months 3,315,906 2,939,485
6 months to 1 year 652,254 314,028
Above 1 year 520,275 250,487
4,488 435 3,504,000

e =

The normal credit period granted by the Group it on average 30 days from the date of invoice.

Payables and accrned liabilities

The aging analysis of payables and sccrued liabilitics was as follows:

Unandited Aundited

30th June 31st December

2002 2001

RMB 000 RMEB 000

. Within 1 year o : 12,307,563 .. 13,916,953
" Over 1 year . ‘ ) 1,090,171 " 1,412,483
14,297,734 15,329,436

Comparative figures

-Certain comparative figures have been adjusted as a result of changes in acconnting disclosures for
) condensed consolidated cash flow stawement in order to oomply wub SSAP 15 (revised) Cash ﬂow

statements,

Segment information

The Group organjses its business segments based on the various types of ielecommunications scrvices
provided 1o customers in the PRC. The major 'hnmm:ss scgments operated by the Group are clusxﬁed as
below:

L GSM Business — the provision of GSM telephone and related services;

[ ] CDMA Business — the provision of CDMA telephone and related services (thc operation commenced
in January 2002);

&  Long Distance, Data and Inteme: Busmass — the provision of domesti¢c and international jong
distance telephony, data, Iaterner and other related services; and

®  Paging Busincss — the provision of paging and related services,

— 14 —
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The operating scgments are managed separately because each operating unit represents a strategic business
unit that provides various kinds of telecommunications services. All the operating segments of the Group
have becn aggregated into the above reporiable segments since they are expected to exhibit similar future
cconomic characteristics under central management at separatc locations. Most of the assets, liabilitics,
revenue and expenses arc clearly identifiable 1o business segments, Allocation of commonly incurred costs
amongst different xegments is not significant.

» The Group™s primary measure of segment results is based on segment profit (loss) before taxation.

Dnacufeiad
For (bv six wicuttn ended 30¢h June

202 €M1
Lore
mL: Dats snd
GSM
oG04 CDMA Imemet  Poclog Dmloeted ool Intunet  Puviee Usslicoed B
RME U0 RMB 000 RM3 U0 AMB DM RMB V00 RMB 000 RMD'000 KMB U0 RMBD RWB'OD RMB'000 RMD 000 KM ‘000
Usnge fee: PIG6AES 240819 1A4TBIN - - - NS 6RTIS RSS2 - - — TATIET
Moathly fee 2073919 Yoo ] 2258 11914 —_ - AR 54658 - 2479948 -— - 4D SHE
Conexction fou - - - - - - — 201986 - 13 - - 205
bxmcognectcs mvemse  TIA797 IR0 433420 - - - 1172417 S52093 oam -— - - Lo
Lete e fevta) — — 451166 - - —_ 415 - 18583 - - -  nasa3
by rovooue e 4913 _ duTm A — =  30I8 _BA67 130k an — —-_ )
Toul arviey reveme 1293B30] 354080 2424086 1291021 - - 15547450 900N 1364320 2535254 — - 15T
Sisof
laomaunicaivn . .
prodoces 76241  wIs12 - _5E:| = — 143408 _ 427.086 - 267200 - = 5425
Toat
s BIS/Z 53902 14546 L4 —_ — J7990844 9450135 1066320 2KRA62 - - 13518926
IntindcrrEDl rEveIVG — ~ 04920 400582 - {1.105.500) — — 37205 1309 —  (458,600) —
u:n-ud 453940 3120006 2198856 — — 17550844 DAJIIS 1LXDLM 2ATN — — 13518926
ok orudics (1442 CHOKE) (00447). (20009 - - (pA¥D) (IS (B0 (199453) ~ D eI
Inteeonrestion chages  (1A25480)  (R2043)  (GAI34) - — . 7RI G26AIBE) (636 (M) 0 - —  ZASE (LENS)
o . .
and:dmm_ GI%OI0)  (LICY 9014 (rAUTH @) — G309 QAIRISH C57005) E6AS)  (Lé) — asang -
Permnosd 00608 %) ESK1) RASTS) | (135U — (ARIT) S (RI9Y @I (20 — (LIS
. Selling spd madkedng - (124005 IATI) (W) QISI6) 0 — — G0N (MENY @EDSIT) EASO) — 61309 (LSDESM
wd oher expemes  [1,70902)  (WBATZ)  Q19ADS) GATPY)  (BAIES) — QTE56) (ML160) (156260) (BEUT) A5 29 (22A4804%)
Cox o :
modocts sold [462.120) _(12985N) = 04713 —  S45190 (L167508) (wHA39) — QST — —__ i)
Totl operzting experees (A91%) (1 056578) R12200Y) QAQIT)  (26.526) o (14.555.415) (1.231,493) LI QTN (33977 — (10568717
Opeaafing profil (lom) 3415414 (602715 9205 (61317} (@46520) — . IRSAD 22NBET BENse WY @) — 2630209
toeresy Ineneme 5854 2589 6531 1802 219302 - 20045 13512 .} 1L198  }.263.638 - 1209206
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S
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2002 201
Distonce, Distaree,
Data amd Dafia and
Inemet  Faghey Usellecsed
. Buoes  sonmts Eimbetios Tadsd

Prote amiaitebic )
sharoholders 1251,530 2192220
=g =1
Toml egmens e 67250537 264D 1TABAIZS 1LMO930 S75MI290 (M55 BETAIAMMAN 3123414 11O.S5S 1ZADADNY  4ADEI06 — 123.950,243
Tom) segment Tabilives  9.779.738 1028238 5450860 2955089 40264 — _S34I7 TR0 BSUA3N0 420418 744 - 63,7253
Other information:
Copie) expendiames Gw .
. gt vk 3445960 ~ 392430 190 1 - — RITSES 1LI85598 15614 - 45074 SN0 — 14268590
—— == X - — N % ————"§———— 3y~ ——" [ —————]

(1) Capital expenditure classified under “upallocated amounts” represcnis capital expendirure on common
facilities, which bencfits all business segments.

MANAGEMENT DISCUSSION AND ANALYSIS
1. Operation targets
‘The opération targets of China Unicom for 2004 are set out as follows:

@ Cellular bfusines'is to reach 35% markel share;

® International and domestic telephony services is to achieve 20% of market sharein

terms of long distance telephone business volume (including PSTN telephony -
business and IP telephony business); ' ‘

® Internet basiness is to achieve 20% of market share in the Internet market; and
® Papging business is to continue to maintain its leading position in the user market.
2. Investment and Re-financing Plan

The capital expenditure plan for the Group's various businesses for the current year and
the next two years are set oul below:

(Expressed in billions of RMB)

2002 2003 2004 Total

Cellular communication (GSM) 7.9 4.6 3.6 16.1
Long distance telephony o \

communication, data and Internet 8.5 7.4 7.1 23.0

Paging - ‘0.4 0.2 0.2 08

Others 4.9 7.0 6.0 17.9

Total 21.7 19.2 16.9 57.8

————




The Group will modify the investment dizection and investment scale according to
factors such as developments in technology and market conditions in order to reduce
investment risks. Actaal capital expenditure may be significantly different from the
figures in the table above, The Directors of the Company believe that adjustments to the
capital expenditure plan will not have any material impact on the business development
of the Company and iis subsidiaries. . v

The funding of the Group’s capital expenditure mainly comes from the Group’s
operating cash flows, but the Company and its subsidiaries may still need to finance a
large amount of its capital expenditure through external funding this year and the next
two years. The Group can select appropriate financing channels and methods according
to the conditions of financial markets both inside and outside of PRC.

Share Option Scheme

On 1 June 2000, the Company adopted a share option scheme for the purpose of
_providing incentives and rewards to employees who have made contributions to the
development of the Company. The terms of the share option scheme were amended on
13 May 2002 to comply with the requirements sct out in the new chapter 17 of the Rules
Governing the Listing of Securities .on the Stock Exchange of Hong Kong Limited

(“Listing Rules”) which came into effect on 1 September 2001 and provide a more -

favourable scheme to attract and retain key personnel. Under the amended. share opuon
. scheme: )

(i) share options may be granted to employees mclud.mg executive directors of the

Group or any of the non- exccnnve directors;

(ii) any grant of share options to a Connected Person of the Company (as defined in the -
Listing Rules) must be approved by the independent non-executive directors of the

Company (excluding any independent non-execuuve director of the Company who
is the grantee of the options); :

(i) the maximum number of shares in respect of which options may be granted must
not exceed 10% of the issued share capital of the Company as at 13 May 2002;

(iv) thé option peridd cammences on a day after the date on which an option is offered
but not later than 1_0 years from the offer date;

(v) thc subscription price shall not be less than the higher of:
(2) the nominal value of the shares:

(b) the closing price of the shares on the Stock Exchange of Hong Kong Limited
(“Stock Exchange”) as stated in the Stock Exchange's quotation sheets on the
offer date in respect of the options; and

(c)} the closing price of the shares on the Stock Exchange’s quotation sheets for
the five trading days immediately preceding the offer date.

-_— 17 —
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4. Pre-Global Offering Share Option Scheme

In order to synchronise the administration of the options granted under the pre-global
offering share option scheme in conjunction with the share option scheme, the
pre-global offering share option scheme was also amended on 13 May 2002. The terms
of the pre-global offering share option scheme are substantially the same as the share
option scheme stated above except that:

(i) on 22 June 2000, 27,116,600 options have been granted under the scheme and such
options, on their full exercise, represent 27,116, 600 shares of Lhe Company. No

forther optlons can be gram,ed onder the scheme;

(ii) the price of a share payable upon the exercise of an option shall be HK$15.42 -
(excluding the brokerage fee and Stock Exchange transaction levy); and

(iii} the period during which an oplion may be exercised commences two years from the
date of grant of the options and wijll end no later than 10 years from 22 JTane 2002,

S. Chérge On Assets

As at 30 June 2002, no property, plént and eqﬁipment was pledged to banks as loan
security (31 December 2001: RMB 6.742 billion). All the bank loans secured: by-
. _property, plant and equ1pment as at 31 Decembcr 2001 have been repaid durmg thc

current penod
According to paragraph 46 of Appendix 16 of the Listing Rules, save as disclosed herein, 'the -

Comipany confirms that the current Company’s information in relation to those matters set -
‘6ut in paragraph 32 of Appendix 16 ‘has not changed materially from the informanon

dlsclosed in the Company’s 2001 annual report

INTERIM DIVI_DEND

It is suggested by our Board of Dn‘ectors that no interim dividend for the six months endcd
30 June 2002 be declared.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the period, neither the Company nor amy of its subsidiaries purchased, sold or
redeemed any of the Company's listed securities.

AUDIT COMMITTEE
The andit committee has reviewed with the manapement and thc extermal auditors,
PricewaterhouseCoopers, the accounting principles and practices adopted by the Group and

discussed internal control and financial reporting matlers including the review of the
condensed interim financial report for the six months ended 30 June 2002.

— 18 —
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COMPLIANCE WITH CODE OF BEST PRACTICE

' None of the Directors is aware of any information that would reasonably indicate that the

Company is not, or was not for any part of the six months ended 30 June 2002 in compliance
with the Code of Best Practjce as set out in Appendix 14 of the Listing Rules, except that
non-executive directors were not appointed for a specific term but are subject to retirement
by rotation and re-election at the Company’s annual general meeting in accordance with the

Company’s Articles of Association.

INTERIM REPORT

Full details of all the information required by paragraphs 46(1) to 46(6) of Appendix 16 of
the Listing Rules will be published on the Stock Exchange’s website (www, hkex com.hk) and
the Company’s website (www.chinaunicom_com.bk) in due course.

FORWARD-LOOKING STATEMENTS

The Company would also like to caution readers about the forward-looking naturc of the

above stalements. These forward-looking statements are subject o risks and uncertainties, -

some of which are beyond our control. Potential risks and uncertainties include those

" concerning the continued growth of the telecommumcatmns industry in China, the .

development. of the regulatory. erivironment and .our ability o successfully execute our

' busmess strategy.

~ Please al;o refer 1o the published version of this announcement in South China Morning Post.
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Exhibit 1.2
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\ CHINA UNICOM LIMITED
Bl Press Release | ENGLISH | %588 | &5 | DR
China Unicom Limited Announces 2002 Interim Results 2002-08-05

- Total revenue reached RMB 17.98 billion, up 32.1% from the same period last year

- Total cellular subscribers reached 34,069 milion, adding 7.036 million new cellular subscribers
cormpared with the end of 2001

- Revenue from the cellular business reached RMB 13.77, an increase of 45.7% opver the same
period last year ‘

- EBITDA reached RMB 8.78 billion, up 35.0% over the same period last year

- EBITDA margin rose from 47.8% to 48.8%

- Operating profit reached RMB 3.4;4 billion,. up 30.6% over the same pericd last year

- Net profit rose to RMB 2.25 billion, an increase of 2,7% compared with the same périod last year

- Earnings per share increased from RMB 0.175 in the same period last year to RMB 0.179

Hong Kong, 5 September 2002 - China Unicom Limited (referred to as China Unicom or the Company
and referred to as the Group together with its subsidiaries) (HKSE: 0762; NYSE: CHU) announced
today its interim results for the six months ended 30 June 2002.

The Company is pleased with the Group's financial petfarmance in the first half of 2002. Total revenue
for the period was RMB 17.89 billion, up 32.1 % from the same period last year. Revenue from the
cellular business reached RMB 13.77 billion, an increased of 45.7% over the same period last year.
With regard to the total cellular business revenue generated, revenue from GSM cellular service
amounted to RMB 13.32 billion, an increase of 40.9% over the same period last year. Revenue from
CDMA cellular service totaled RMB 450 millicn. Revenue from long distance, data and Internet
business reached RMB 2.42 billion, up 77.4 % compared with the same period last year. Revenue from

pflzaging business was RMB 1.8 billion.

| Ithe first six months of 2002, the Group's EBITOA reached RMB 8.78-billion, up 35.0% over the same
peried last year and EBITDA margin rose from 47.8 % to 48.8%. Operating profit reached RMB 3.44
bi&Ilion. up 30.6% over the same period last year, Net profit rose to RMB 2.25 billion from RMB 2,19
billion, an increase of 2.7% compared with the same period last year. The growth of net profit lagged
behind that of the operating profit was due largely to decline of interest rate on deposit. In addition, part
of the monay raised from the initial public offering (IPQ) has been used as capital expenditure,
Earnings per share increased from RMB 0.175 in the same period fast year to RMB 0.179.

In the first six months of 2002, the Group's capital expenditure was RMB 8.97 billion, a decrease of

3"/’.1% compared with the same period last year. Total assets reached RMB 113.34 billion and debt to -
capital ratio was 31.5%. 2 5
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Rapid cellular business growth maintained as market share continues to rise

As of 30 June 2092, the Group had a total of 34.068 million GSM and CDMA cellular subscribers,
adding 7.036 million new cellular subscribers to its fotal of 27.033 million cellular subscribers at the end
of 2001, The Group's market share in its service areas increased from 28.5% at the end of 2001 to
30.0% and the market share in terms of net subscriber additions increased to 37.6 %.

As of 30 June 2002, the Group had a tatal of 33,133 million GSM cellular subscribers, of which post-
paid subscribers reached 17.519 million, while pre-paid subscribers reached 15.614 million. Total
usage volume of GSM cellular business in the first six month= of 2002 was 28.33 billion minutes, up
79.0% compared with the same period last year. The ugage volume of SMS reached 2.3 billion
messages, more than nine times that of the same pariod last year. In the first six months of 2002, the
average minutes of usage per user per month (MQU) for GSM subscribers was 156.7 minutes and the
average revenue per user per month (ARPU) for GSM subscribers was RMB 71.6.

As of 30 June 2002, the Group had 936,000 CDMA subscribers. In the first six months of 2002, the
total MOU of CDMA subscriber was 710 million minutes. In the first six months of 2002, the MOU for
CDMA subscribers was 214.0 minytes. The ARPU for CDMA subscribers was RMB 106.5. ARPU of
the CDMA subscribers from the original Great Wall network was RMB 75.5 with newly developed
subscribers being RMB 155.8.

Rapid International and domestic long distance business development continues

in the first six months of 2002, total minutes of outgoing intemational and domestic long distance calls

reached 5.71 billion minutes, up 142.1% frem the same period last year and market share was 10.7%.

Total minutes of incoming international long distance calls reached 630 million minutes, up 20.6% from

the same period last year.

Continued growth in data and Internet business

As of 30 June 2002, the number of Intemet subscribers increased from 3.544 million at the end of 2001
10 4.433 million, up 25.1%. The Internet dedicated line business has developed rapidly with subscribers
numbering over 10,000. The VFDN business has also seen rapid growth.

Continued decline in traditional paging business
As of 30 June 2002, the number of paging subscribers for the Group was 23.681 million, decreased by
9.226 million compared with at the and of 2001. In the first six months of 2002, the ARPU for paging

userwas RMB 7.2.

Capabllities of network infrastructure strengthened

The Group has constructed a high-speed and reliable long distance backbone transmission network
and has formed a nationwide transmission network system with high capacity that has become the
base for the Group's various business developments, As of 30 June 2002, the optical fibre transmission
network reached 319 ragions and cities with total length expanding to 410,000 km, of which our long
distance optical fibre backbone transmission network accounted for 96,000 km.

With regard to the Group's future development on cellular business, particularly the business strategy
of COMA serviee, Mr, Yang Xian Zu, Chairman of the Board of Directors, Executive Director and CEO
of China Unicom said, "Being a mature and stable business, GSM service will remain the principal
source of the Group's operating revenue and profit. Launching our CDMA business was a strategic
decision to establish a leading pogition in the market. Our CDMA network will be upgraded to CDMA
1X by the end of this year and in order to fully leverage on the advantage offered by CDMA 1X
technology in providing ample mobile data services at medium-to-high speed, the Graup will expedite
the research and development of new COMA services, introduce a variety of international coltaboration
in the form of proven data service applications, strengthen the coardination of every segment of the
industry value ¢chain and develop new profit growth drivers for cellular communications. During the
second half of the year, in addition to normalizing market behavior, increasing the efforts in sales and
marketing znd continuously improving its netwerk quality, the Group will enhance its service standard, 2 4
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actively aunch value-added services and further control the operating costs effectively. Furthermore,
our parent company will further decrease the CDMA network construction cost causing the Group's
leasing fee per user to decline further. The Board of Directors believes that the CDMA business will
see a rapid and healthy growth trend.”

With regard to the progress of our parent company’s A share issuance and the Company’s acquisition
of cellular business from the parent company, Mr. Yang stated, "China United Telecommunications
Corporation, our parent company, is planning to issue A shares in mainland China to raise funds for
part of our COMA network construction. Furthermore, the Company is planning to acquire the quality
assets of the cellular business in nine Chinese provincaes and municipality, currently under the
operation of our parent company.” He believes that A shares issuance in China and the acquisitions by
the Company of the above mentioned will be beneficial to the operation of the Group and will be in line
with the interest of its shareholders. The Company will endeavor to improve the effectiveness of its
investment and the retum on equity in order t6 maximize shareholders’ value. The Board of Directors
expects that the Company will be in a position to pay final dividends for the year 2002,

| 8 | ® ®f
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